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SERVING  ALBERTA 


The  Credit  Union  Deposit  Guarantee 
| Corporation  (the  "Corporation")  operates 
under  the  authority  of  the  Credit  Union 
Act,  Chapter  C-32,  revised  Statutes  of 
Alberta,  2000.  The  Corporation  guarantees 
the  repayment  of  all  deposits  with  Alberta 
credit  unions  including  accrued  interest. 
The  Credit  Union  Act  provides  that  the 
Province  of  Alberta  (Province)  will  ensure 
that  this  obligation  of  the  Coq 
carried  out. 


Schedule  of  Administration  Expenses 27 

Corporate  Governance  Practices 29 


MISSION 


To  provide  regulatory  oversight  and  guarantee  of 
deposits  to  enable  a strong,  viable  credit  union 
system  in  Alberta. 


VISION 

To  have  the  strongest,  most  successful  credit  union 
system  in  Canada. 

PRIMARY  ROLES 

I Provide  a 100%  guarantee  of  deposits  held 
with  Alberta  credit  unions. 

) Regulate  credit  unions  and  enforce  the 
Credit  Union  Act. 

I Review,  advise  and  direct  on  credit  union 
sound  business  practices. 

I Monitor  credit  union  performance  and 
implement  appropriate  actions  to  improve 
performance  and  reduce  risks. 

I Establish  individual  credit  union  loan 
approval  limits  and  provide  an  appropriate 
adjudication  process  for  loans  exceeding 
these  limits. 


JOHNSON  CANYON,  John  Dawson 


CREDIT  UNION  DEPOSIT  GUARANTEE  CORPORATION 


Governance 

I We  employ  sound  business  practices  in  our  governance  and  operations  and  model  these  for  the  credit  unions. 

Operations 

I We  oversee  business  practices  in  Alberta  credit  unions  through  risk-based  management  practices  to  monitor 
compliance  to  the  Credit  Union  Act. 

We  strive  to  maintain  the  Deposit  Guarantee  Fund  at  a level  that  will  enable  us  to  independently  provide  the 
1 00%  guarantee  of  credit  union  deposits. 

i We  operate  efficiently  and  effectively  in  achieving  our  goals  through  continuous  improvement  of  our  processes 
and  practicing  prudent  fiscal  management. 

Employees 

> We  treat  all  employees  with  fairness  and  respect. 

We  encourage  creativity,  innovation  and  individual  initiative  in  our  employees  in  support  of  continuous 
improvement  and  growth. 

> We  promote  wellness  and  work-life  balance. 

External  Stakeholders 

> We  encourage  and  support  credit  union  autonomy  and  accountability. 

We  maintain  open  and  effective  communications  with  the  Ministry  of  Finance  and  Enterprise,  Credit  Union 
Central  Alberta  Limited  and  Alberta  credit  unions  to  ensure  a common  understanding  of  each  other's  roles. 

We  constantly  seek  ways  to  improve  stakeholder  service  and  satisfaction. 


BUCK  LAKE,  Terry  Kowalyk 


CORPORATE  VALUES 

We  think  and  act  strategically  to  proactively 
address  the  changing  environment  of  our 
stakeholders. 

We  communicate  positively  and  effectively  to 
achieve  mutual  understanding  with  our 
stakeholders. 

We  act  with  personal  integrity  and 
accountability  to  foster  trust  and  respect. 

We  work  collaboratively,  as  a team  and  with 
our  stakeholders,  to  build  and  strengthen 
relationships. 

We  embrace  change  and  continuous 
improvement  to  support  the  evolving  needs  of 
our  stakeholders. 

We  practice  and  encourage  ethics  and 
governance  best  practices. 
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On  behalf  of  the  Board  of  Directors  and  Management,  it  is  my  pleasure  and  privilege  to  present  the  2008  Annual 
Report  for  the  Credit  Union  Deposit  Guarantee  Corporation.  The  Corporation  had  another  successful  year  as  detailed 
in  this  report. 

Despite  the  weakening  global  economy,  Alberta's  credit  unions  performed  well  in  2008.  They  maintained  capital  positions, 
and  liquidity  has  improved  throughout  the  year.  Alberta  credit  unions  had  limited  exposure  to  subprime  lending  and  asset 
backed  commercial  paper.  The  majority  of  credit  unions  have  adopted  enterprise  risk  management  policies  and  are  in  the 
process  of  implementing  the  revised  Standards  of  Sound  Business  and  Financial  Practices. 

Alberta's  economy  has  weakened  significantly  in  recent  months  and  2009  will  be  a challenging  year  for  the  Corporation 
and  credit  unions.  The  Corporation's  Board  espouses  governance  best  practices  in  our  Board's  activities  and  endeavors  to 
set  an  example  for  credit  unions.  We  provided  input  to  the  Auditor  General's  review  of  CEO  recruitment,  evaluation  and 
compensation  processes  at  provincial  agencies,  boards  and  commissions.  We  are  supportive  of  improved  governance  and 
disclosure  practices  relating  to  these  areas. 

In  2008,  three  members  retired  from  our  Board;  Mary  Ritchie  (12  years)  the  former  Vice-Chair,  Al  Govenlock  (5  years)  and 
Mike  Derbyshire  (3  years).  Each  of  these  directors  served  on  various  committees  and  on  behalf  of  all  Board  members,  I 
thank  these  directors  for  their  years  of  dedication  and  distinguished  service.  We  recognize  and  appreciate  the  contributions 
they  made  to  the  success  of  the  Corporation  and  the  credit  union  system. 

We  welcomed  Loraine  Oxley,  Herb  Der,  and  Ross  Goldsworthy  to  our  Board  of  Directors  in  2008.  Together  they  bring  a 
wealth  of  financial,  credit  union,  business  and  governance  experience  to  our  Board. 

I would  like  to  thank  the  Board  of  Directors  for  their  dedication  and  diligence  during  the  year.  I also  thank  our  Management 
team  and  all  employees  for  their  contributions  to  the  achievement  of  the  Corporation's  objectives  during  2008.  We 
appreciate  the  ongoing  cooperation  of  the  directors,  management  and  staff  at  all  Alberta  credit  unions  and  Credit  Union 
Central  Alberta  Limited  as  we  work  towards  our  vision  of  having  the  strongest,  most  successful  credit  union  system  in 
Canada. 


Al  lister  McPherson 

Chair  of  the  Board 
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MESSAGE  FROM 


The  financial  results  for  the  Corporation  were  positive  for  2008.  The  Deposit  Guarantee  Fund  reached  $125  million  at 
the  end  of  2008.  Capital  of  the  Corporation,  which  includes  the  Deposit  Guarantee  Fund  equity  and  the  accrual  for 
financial  assistance,  represents  0.84%  of  total  credit  union  deposits  and  borrowings.  The  assessment  rate  remained 
unchanged  at  1 7 basis  points.  Our  continued  focus  on  controlling  costs  resulted  in  administrative  expenses  being  under 
budget.  However,  as  a result  of  the  current  economic  situation  our  investment  income  is  lower  than  budget. 

During  2008,  there  has  been  a further  deterioration  in  the  global  economic  conditions.  These  included:  falling  stock 
markets,  falling  resource  prices,  various  government  bailouts,  sagging  real  estate  prices,  and  the  challenge  of  a recession. 
We  have  experienced  severe  world  wide  volatility  in  the  financial  industry.  To  date,  conditions  have  been  somewhat 
better  in  Canada  and  Alberta,  and  I am  glad  to  say,  Alberta  credit  unions  have  faired  reasonably  well  to  date. 

The  steps  we  have  taken  to  avoid  complacency  and  be  proactive  in  evaluating  emerging  risks  have  prepared  us  and  the 
credit  union  system  for  the  current  instability  in  the  economy.  Despite  slightly  higher  delinquency  rates,  compressed 
margins,  and  tightening  market  liquidity,  Alberta  credit  union  results  were  in  line  with  historical  averages.  No  credit 
union  required  financial  assistance  in  2008  and  no 
credit  unions  were  placed  under  supervision. 

Our  improved  regulatory  oversight  processes  under 
the  Enhanced  Risk  Based  Management  Program 
(ERBMP)  commenced  last  year  and  take  into 
account  the  increasing  complexities  of  our  financial 
environment.  This  proactive  regulatory  model, 
tailored  to  the  size  and  complexity  of  the  credit 
union,  is  based  on  best  practices  and  is  working 
effectively  as  we  roll  it  out  to  all  credit  unions 
according  to  our  implementation  schedule.  A total 
of  5 credit  unions  have  participated  in  the  ERBMP 
and  positive  feedback  has  been  received  on  the 
process.  We  expect  to  complete  our  rollout  of  this 
new  examination  program  in  2010. 

In  2009,  we  look  forward  to  continuing  our 
refinements  of  ERBMP,  helping  the  system  to  be 
ready  to  adopt  the  new  international  financial 
reporting  standards,  and  discussing  with  credit 
unions  our  plans  for  the  deposit  guarantee 
assessment  rates  and  the  revised  Deposit  Guarantee 
Fund  target. 

Our  accomplishments  reflect  the  dedication  and 
pride  of  our  employees  and  the  Board  of  Directors.  1 
sincerely  appreciate  their  commitment  to  achieving 
our  goals.  Our  vision  is  to  have  the  strongest,  most 
successful  credit  union  system  in  Canada  and  we 
will  continue  to  work  collaboratively  with  our 
stakeholders  to  make  this  a reality. 


Paul  A.  Ken  nett 

President  and  Chief  Executive  Officer 
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2009  STRATEGIC  GOALS 


Strategic  Goal  #1 
Strategic  Objectives 

Strategic  Goal  #2 
Strategic  Objectives 

Strategic  Goal  #3 
Strategic  Objectives 

Strategic  Goal  #4 
Strategic  Objectives 

Strategic  Goal  #5 
S tra  tegic  Objecti ves 


Strategic  Goal  #6 


Strategic  Objective 


To  provide  100%  deposit  protection  for  credit  unions  while  minimizing  the  exposure  of 
the  deposit  guarantee  fund  to  loss. 

> To  manage  the  fund  to  ensure  its  viability 

i To  maintain  the  fund  at  an  appropriate  size 

I To  minimize  the  amount  of  financial  assistance  paid  out  to  credit  unions 


To  minimize  risks  to  the  fund  by  helping  credit  unions  to  be  strong,  stable 
and  successful. 

I To  employ  risk-based  management  processes  to  regulate  credit  unions 
I To  encourage  credit  unions  to  appropriately  manage  their  own  risk 

To  assist  credit  unions  to  maintain  a quality  credit  portfolio. 

) To  maximize  service  and  responsiveness  to  credit  unions 
I To  promote  a high  standard  of  credit  discipline  within  the  credit  unions 


To  anticipate  and  prepare  for  emerging  risks,  including  improving  and  promoting  good 
governance  practices. 

I To  enhance  our  means  of  identifying  and  responding  to  emerging  risks 
I To  engage  employees  directly  in  the  enterprise  risk  management  process 


To  have  the  appropriate  resources  and  invest  them  in  the  most  cost  effective  manner  to 
optimize  delivered  value  to  our  stakeholders. 

I To  manage  our  costs  within  the  budget 

I To  invest  in  our  employees  and  directors  training  to  ensure  their  knowledge  and  skills 
meet  the  needs  of  the  Corporation 

& Maintain  a positive  workplace  environment  to  attract  and  retain  competent  and 
committed  employees 

To  maintain  open  and  effective  communications  with  the  Ministry  of  Finance  and 
Enterprise,  Credit  Union  Central  Alberta  Limited,  and  credit  unions  to  ensure  a common 
understanding  of  each  other's  roles  and  needs. 

I Foster  cooperation  and  consultative  relationships  with  all  stakeholders 
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Goals  & Strategies 


Target  Results 
Met 


Goal  1 : To  provide  100%  deposit  protection  for  credit  unions  while  minimizing  the  exposure  of  the  deposit 
guarantee  fund  to  loss. 

• To  provide  members  with  timely  access  to  their 
deposits  when  the  credit  union  is  unable  to  do  so 

/ 

• Developed  contingency  plans  to  provide  guidance  to  address 
unexpected  events. 

• To  manage  the  fund  to  ensure  its  viability 

/ 

• Financial  assistance  not  required  during  the  year  and  fund 
equity  was  slightly  below  budget. 

• To  maintain  the  fund  at  an  appropriate  size 

• Budget  for  fund  was  0.85%  of  total  credit  union  deposits 
and  borrowings,  achieved  0.84%. 

Goal  2:  To  ensure  insurance  services  (Master  Bond) 

are  available  to  credit  unions. 

• To  ensure  credit  unions  have  access  to  cost 

effective  insurance 

/ 

• Responsibility  for  Master  Bond  transferred  to  Credit  Union 
Central  Alberta  Limited  (Central)  with  administration  by  CUMIS. 

• To  promote  awareness  and  prevention  of  "sundry" 
potential  losses 

/ 

• Loss  prevention  training  has  been  transferred  to  Central. 

• To  work  in  partnership  with  other  jurisdictions  to 
share  ideas,  information  and  learning 

/ 

• Established  regular  meetings  with  other  jurisdictions  to 
share  best  practices  and  cooperate  on  common  initiatives. 

Goal  3:  To  minimize  risks  to  the  fund  by  helping  credit  unions  to  be  strong,  stable  and  successful. 

• To  employ  risk-based  management  processes  to 
regulate  credit  unions 

/ 

• Employed  an  examination  process  at  large  credit  unions  to 
focus  on  risk-based  management  approach. 

• To  encourage  credit  unions  to  appropriately 
manage  their  own  risk 

/ 

• Encouraged  credit  unions  to  set  up  and  use  Enterprise  Risk 
Management  processes. 

Goal  4:  To  assist  credit  unions  to  maintain  a quality  credit  portfolio. 

To  provide  credit  unions  with  the  highest 
appropriate  discretionary  Lending  limits 
To  support  credit  union  lender  development 
through  coaching  and  mentoring 

To  maximize  service  and  responsiveness  to  credit 
unions 

To  promote  a high  standard  of  credit  discipline 
within  the  credit  unions 


Sought  opportunities  to  raise  credit  union  lending  limits  to 
increase  individual  credit  union  and  system  autonomy. 
Provided  on  site  coaching  to  lenders  in  addition  to 
corporation  visits  and  day-to-day  contact.  Enhanced 
Commercial  Credit  training  application  was  developed. 
Management  established  service  levels  were  met  or  exceeded. 

Conducted  loan  transaction  reviews  to  assess  the  quality  of 
credit  underwriting.  Developed  enhanced  credit  review 
process  to  support  risk  based  examinations. 


2008  GOALS  AND  RESULTS 


Goals  & Strategies 


Target  Results 
Met 


Goal  5:  To  anticipate  and  prepare  for  emerging  risks. 

• To  enhance  our  means  of  identifying  and 
responding  to  emerging  risks 

/ 

• Implemented  an  enhanced  risk  based  management  program 
for  credit  union  examinations  and  monthly  meetings  take 
place  to  discuss  emerging  risks. 

• To  engage  employees  directly  in  the  enterprise 
risk  management  process 

/ 

• Created  an  enterprise  risk  management  (ERM)  working  group 
to  engage  employees  in  the  process  and  started  developing  a 
three-year  ERM  plan. 

Goal  6:  To  have  the  appropriate  resources  and  invest  them  in  the  most  cost  effective  manner  to 
optimize  delivered  value  to  our  stakeholders. 


To  manage  our  costs  within  the  budget 
To  continually  improve  our  operations 


To  invest  in  our  employees  and  directors  training 
to  ensure  their  knowledge  and  skills  meet  the 
needs  of  the  Corporation 

Maintain  a positive  workplace  environment  to 
attract  and  retain  competent  and  committed 
employees 


• Expenses  maintained  under  budget. 

• Upgraded  infrastructure  to  enhance  productivity,  including 
implementing  a new  accounting  system,  improved  Internet 
service,  firewall,  and  phone  system. 

• Completed  scheduled  training  sessions  for  all  employees 
relating  to  enhancing  team  effectiveness  and  achieved  high 
number  of  average  training  days  (7.5  days  compared  to 
target  of  3.0  days). 

• Documented  recruitment/retention  strategy,  refined 
performance  management  program,  reviewed  and  enhanced 
employee  benefits  including  compensation  review,  and 
recruited  for  new  HR  position. 


Goal  7:  To  maintain  open  and  effective  communications  with  the  Ministry  of  Finance  and  Enterprise,  Credit 
Union  Central  Alberta  Limited  (Central),  and  credit  unions  to  ensure  a common  understanding  of 
each  others  roles  and  needs. 


To  support  Central's  and  credit  unions'  goal  to 
have  a level  playing  field  in  the  marketplace 


Foster  cooperation  and  consultative  relationships 
with  all  stakeholders 


• The  Corporation  had  joint  executive  meetings  with  the  two 
largest  credit  unions  and  Central.  Also,  the  Corporation's  CEO 
met  regularly  with  the  CEOs  of  many  credit  unions  and 
Central 

• The  Corporation  met  with  other  regulators  across  the 
country,  attending  a conference  in  Halifax,  the  credit  union  . 
conference,  and  individual  meetings  with  Quebec,  Manitoba 
and  Saskatchewan. 
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FINANCIAL  SUMMARY  - DEPOSIT  GUARANTEE  FUND 
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Equity 

The  equity  in  the  Deposit  Guarantee  Fund  is  available  to  protect  Alberta  credit  union 
depositors.  In  2008,  the  Deposit  Guarantee  Fund  reached  $125.3  million,  which 
was  slightly  below  budget. 


Investment  Income 

Investment  income  for  the  year  was  below  the  budgeted  amount.  The  return  on  the 
investment  portfolio  was  below  its  benchmark  objectives,  representing  the  total 
return  of  the  applicable  Scotia  Capital  Universe  Bond  Index  and  All-Government 
indices  over  a four  year  period.  This  is  mainly  as  a result  of  unprecedented  market 
pressure  on  derivative  products  and  write-downs  in  the  pooled  funds. 


Net  Income 

Net  income  for  2008  was  below  the  budgeted  amount.  Although  deposit  guarantee 
assessments  were  higher  than  expected  and  administration  expenses  were  lower 
than  budgeted,  investment  income  for  the  year  was  below  budget. 


Assessments 

Deposit  guarantee  assessments  for  2008  were  higher  than  the  budget  amount  and 
prior  year.  The  increase  in  assessment  revenue  was  a result  of  higher  actual  growth 
in  the  total  assessment  base  (deposits  and  borrowings)  for  all  credit  unions.  The 
assessment  rate  charged  to  credit  unions  was  maintained  at  17  basis  points  of 
deposits  and  borrowings. 


Administration  Expenses 

The  2008  administration  expenses  were  under  budget,  largely  as  a result  of  lower 
amortization  costs  relating  to  capital  purchases  and  staff  search  and  selection  costs 
not  incurred. 
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The  financial  statements  of  Credit  Union  Deposit  Guarantee  Corporation  ("Corporation"),  and  all  other  information 
contained  in  the  annual  report,  have  been  prepared  and  presented  by  management,  who  are  responsible  for  the  integrity 
and  fair  presentation  of  the  information.  The  financial  statements  have  been  prepared  in  accordance  with  Canadian 
generally  accepted  accounting  principles.  The  financial  statements  and  related  financial  information  presented  in  this 
annual  report  are  consistent.  They  include  amounts  determined  by  management  based  on  informed  judgments  and 
estimates  with  appropriate  consideration  to  materiality. 


Management  is  responsible  for  the  design  and  maintenance 
of  an  accounting  and  financial  reporting  system  along  with 
the  supporting  systems  of  internal  controls.  These  are 
designed  to  provide  reasonable  assurance  as  to  the 
reliability  of  financial  information,  that  transactions  are 
properly  authorized  and  recorded,  and  that  the 
Corporation's  assets  are  appropriately  safeguarded.  These 
controls  include  written  policies  and  procedures,  the 
selection  and  training  of  qualified  employees,  a code  of 
conduct  and  ethics,  the  establishment  of  an  organizational 
structure  and  appropriate  delegations  of  authority. 

The  Board  of  Directors,  acting  through  the  Audit 
Committee,  oversees  management's  responsibilities  for  the 
Corporation's  financial  reporting  and  systems  of  internal 
control.  The  Audit  Committee  reviews  the  financial 
statements  and  other  financial  information  presented  in  the 
annual  report,  as  well  as  any  issues  related  to  them,  with 
both  management  and  the  external  auditors  before 
recommending  the  financial  statements  for  approval  to  the 
Board.  Their  review  of  the  financial  statements  includes  an 
assessment  of  key  management  estimates  and  judgments 
material  to  the  financial  results.  The  Audit  Committee  also 
assesses  the  effectiveness  of  internal  controls  over  the  kananaskis,  John  Dawson 

accounting  and  financial  reporting  systems. 


The  Auditor  General  of  Alberta  has  been  engaged  to  perform  an  independent,  external  audit  of  these  financial  statements 
in  accordance  with  Canadian  generally  accepted  auditing  standards  and  has  expressed  his  opinion  in  the  report  following. 
The  Auditor  General  has  full  and  unrestricted  access  to  the  Audit  Committee  and  meets  with  them  periodically  to  discuss 
their  audit,  including  any  findings  as  to  the  integrity  of  the  Corporation's  financial  reporting  and  the  adequacy  of  internal 
controls.  They  also  meet  with  the  Audit  Committee  without  management  being  present. 


P.A.  Ken  nett 

President  and  Chief  Executive  Officer 


E.J.  Friedrich,  CA 

Vice  President,  Finance  and  Corporate  Services 
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To  the  Directors  of  the  Credit  Union  Deposit  Guarantee  Corporation 

I have  audited  the  balance  sheet  of  the  Credit  Union  Deposit  Guarantee  Corporation  as  at  December  31, 2008  and  the 
statements  of  income  and  equity,  comprehensive  income  and  accumulated  other  comprehensive  income,  and  cash  flows 
for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  Corporation's  management.  My 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those  standards  require  that 
I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the  financial  statements  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial  position  of  the  Corporation 
as  at  December  31, 2008  and  the  results  of  its  operations  and  its  cash  flows  for  the  year  then  ended  in  accordance  with 
Canadian  generally  accepted  accounting  principles. 


fca 

*7  ^ / Auditor  General 

Edmonton,  Alberta 
March  9,  2009 
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CREDIT  UNION  DEPOSIT  GUARANTEE  CORPORATION 


/As  at  December  3 1,  2008 


($  Thousands ) 

2008 

2007 

ASSETS 

Cash 

$ 

21,952 

$ 

16,005 

Investments  (Note  3) 

120,558 

116,164 

Accrued  interest  receivable 

766 

792 

Income  taxes  receivable 

204 

120 

Due  from  credit  unions 

4,277 

3,956 

Prepaids 

37 

867 

Future  income  taxes  recovery 

- 

186 

Property  and  equipment  (Note  4) 

259 

202 

$ 

148,053 

$ 

138,292 

LIABILITIES 

Accounts  payable  and  accrued  liabilities 

$ 

761 

$ 

1,230 

Accrual  for  financial  assistance  (Note  5) 

1,800 

1,000 

Deferred  revenue 

60 

1,465 

Future  income  taxes  liability 

561 

- 

Special  contribution  payable  (Note  6) 

16,700 

15,008 

Long-term  unclaimed  credit  union  balances 

744 

716 

20,626 

19,419 

Commitments  and  contingencies  (Note  7) 

EQUITY 

Deposit  Guarantee  Fund  (Note  10) 

125,269 

118,426 

Master  Bond  Fund  (Note  8) 

- 

1,378 

Accumulated  Other  Comprehensive  Income 

2,158 

(931) 

127,427 

118,873 

$ 

148,053 

$ 

138,292 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 


Approved  by  the  Board: 


, Director 


, Director 


STATEMENTS  OF  INCOME  AND  EQUITY 


For  The  Year  Ending  December  3 7,  2008 

($  Thousands) 

2008 

2008 

2007 

Budget 

Actual 

Actual 

(Note  12) 

DEPOSIT  GUARANTEE  FUND 

Revenues: 

Deposit  guarantee  assessments 

Investment  income 

$ 24,159 

6,002 

$ 

25,027 

4,774 

$ 22,062 

5,415 

30,161 

29,801 

27,477 

Expenses: 

Provision  for  (recovery  of)  financial  assistance  (Note  5) 
Special  contribution  (Note  6) 

Administration  expenses  (Schedule  1) 

500 

16,348 

6,038 

782 

16,700 

5,568 

(410) 

15,008 

5,111 

22,886 

23,050 

19,709 

Income  from  continuing  operations  before  income  taxes 
Income  taxes  (Note  9) 

7,275 

2 

6,751 

(92) 

7,768 

58 

Net  income  from  continuing  operations  for  the  year 

Net  income  (loss)  from  discontinued  operations  (Note  8) 

Equity  at  beginning  of  year 

Equity  distribution,  discontinued  operations  (Note  8) 

7,273 

105 

120,155 

6,843 

485 

119,804 

(1,863) 

7,710 

(413) 

112,507 

Equity  at  end  of  year 

$ 127,533 

$ 

125,269 

$ 119,804 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 


BABY  CANADIAN  GOSLINGS,  Angela  Rage 


ELK,  John  Dawson 
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EDMONTON,  Erik  Flakstad 


For  The  Year  Ending  December  3 1 , 2008 


($  Thousands) 

2008 

2008 

2007 

Budget 

Actual 

Actual 

(Note  12) 

Net  income 

Deposit  Guarantee  Fund 

$ 

7,272 

$ 

6,843 

$ 

7,710 

Discontinued  Operations  (Note  8) 

105 

485 

(413) 

7,377 

7,328 

7,297 

Other  comprehensive  income  (loss),  net  of  tax 

Unrealized  gains  (losses)  on  available-for-sale  financial  instruments 
net  of  future  income  tax  of  $701  (2007:  recovery  $172) 
Reclassification  to  net  income  net  of  future  income  tax 

- 

2,830 

(987) 

of  $69  (2007:  recovery  $8) 

- 

259 

(49) 

- 

3,089 

(1,036) 

Comprehensive  income 

$ 

7,377 

$ 

10,417 

$ 

6,261 

Accumulated  other  comprehensive  income 
at  beginning  of  year 

January  1,  2007  transition  adjustment  net  of  income  tax 

$ 

- 

$ 

(931) 

$ 

- 

of  $19 

Other  comprehensive  income  (loss),  net  of  future 

- 

105 

income  tax  of  $770  (2007:  recovery  $180) 

- 

3,089 

(1,036) 

Accumulated  other  comprehensive  income  at  end  of  year 

$ 

- 

$ 

2,158 

$ 

(931) 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 
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For  the  Year  Ending  December  3 1,  2008 


($  Thousands) 

2008 

2008 

2007 

Budget 

Actual 

Actual 

(Note  12) 

Operating  activities: 

Assessments  received  $ 

Investment  income  received 

Financial  assistance  (paid)  recovered 

Interest  and  bank  charges  paid 

Income  taxes  paid  (recovered) 

Paid  to  suppliers  and  employees 

Special  contribution  paid 

23,986 

6,000 

(500) 

(13) 

(282) 

(5,402) 

(13,761) 

$ 24,706 

4,801 

18 

(9) 

22 

(5,322) 

(15,008) 

$ 21,508 

5,559 

10 

(16) 

70 

(3,932) 

(12,982) 

Cash  flows  from  continuing  operating  activities 

Cash  flows  from  (to)  discontinued  operating  activities  (Note  8) 

10,028 

103 

9,208 

(655) 

10,217 

(1,031) 

Cash  flows  from  operating  activities 

10,131 

8,553 

9,186 

Investing  activities: 

Purchase  of  investments,  net 

Purchase  of  property  and  equipment 

(9,620) 

(511) 

(571) 

(172) 

(6,834) 

(111) 

Cash  flows  used  in  investing  activities 

(10,131) 

(743) 

(6,945) 

Financing  activities: 

Distribution  of  Master  Bond  Fund  (Note  8) 

- 

(1,863) 

- 

Cash  flows  used  in  financing  activities 

- 

(1,863) 

- 

Cash  inflow 

Cash  at  beginning  of  year 

13,005 

5,947 

16,005 

2,241 

13,764 

Cash  at  end  of  year  $ 

13,005 

$ 21,952 

$ 16,005 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 
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CREDIT  UNION  DEPOSIT  GUARANTEE  CORPORATION 


Note  1 Authority  and  purpose 

The  Credit  Union  Deposit  Guarantee  Corporation  (the 
"Corporation")  operates  under  the  authority  of  the  Credit 
Union  Act,  Chapter  C-32,  revised  Statutes  of  Alberta,  2000. 
The  primary  purpose  of  the  Corporation  is  to  guarantee  the 
repayment  of  all  deposits  with  Alberta  credit  unions 
including  accrued  interest.  The  Credit  Union  Act  provides 
that  the  Province  of  Alberta  (Province)  will  ensure  that  this 
obligation  of  the  Corporation  is  carried  out.  As  at 
December  31, 2008,  credit  unions  in  Alberta  held  deposits 
including  accrued  interest  totaling  $15.1  billion  (2007: 
$13.3  billion). 

To  meet  this  primary  purpose,  the  Corporation  undertakes 
functions  set  out  in  the  Credit  Union  Act  and  maintains  the 
Deposit  Guarantee  Fund.  The  Corporation  may  assess  credit 
unions  to  support  the  Deposit  Guarantee  Fund.  The  Deposit 
Guarantee  Fund's  statement  of  income  includes  deposit 
guarantee  assessments  received  from  credit  unions, 
investment  income,  provision  for  financial  assistance,  special 
contribution,  administrative  expenses  and  other  related 
revenues  and  expenses. 

The  amount,  timing  and  form  of  deposit  insurance 
payments  or  financial  assistance  that  may  be  required  for 
credit  unions  is  dependent  on  future  events  and  outcomes. 
Outcomes  that  may  require  financial  assistance  are 
stabilization,  amalgamation,  arrangements,  liquidation  or 
dissolution.  Supervised  credit  unions  receive  assistance, 
support  and  direction  in  planning,  policy  and  operational 
matters  from  the  Corporation. 

Note  2 Significant  accounting 
policies  and  reporting  practices 

(a)  Basis  of  presentation 

These  financial  statements  have  been  prepared  in  accordance 
with  Canadian  generally  accepted  accounting  principles. 


SUNWAPTA  FALLS,  Cathy  Thompson 


(b)  Use  of  estimates 

The  Corporation's  financial  statements  include  estimates  and  assumptions  that  affect  the  amounts  reported  in  the  financial 
statements  and  accompanying  notes.  The  most  significant  areas  requiring  the  use  of  estimates  are  the  accrual  for  financial 
assistance,  provision  for  (recovery  of)  financial  assistance,  allowance  for  loan  impairment,  assessment  revenue,  and  the 
fair  values  of  investments.  The  Corporation  reviews  these  estimates  annually.  Actual  amounts  may  differ  significantly 
from  those  estimates  depending  upon  certain  future  events  and  uncertainties. 

(c)  Cash 

Cash  is  on  deposit  in  the  Consolidated  Cash  Investment  Trust  Fund  (CCITF)  of  the  Province  of  Alberta  which  is  managed 
with  the  objective  of  providing  competitive  interest  income  while  maintaining  appropriate  security  and  liquidity  of  capital. 
The  portfolio  is  comprised  of  high-quality  short-term  and  mid-term  fixed-income  securities  with  a maximum  term-to- 
maturity  of  three  years.  As  at  December  31, 2008,  securities  held  in  the  CCITF  have  a rate  of  return  of  3.53%  per  annum 
(2007:  4.48%  per  annum). 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 


Note  2 Significant  accounting  policies  and  reporting  practices  (continued) 

(d)  Investments  and  investment  income 

The  Corporation's  investment  policy  permits  investments  in  fixed  income  securities  and  pooled  funds.  Investment  assets 
are  independently  managed  on  a segregated  basis  by  Alberta  Investment  Management  Corporation  (AlMCo),  the 
Corporation's  investment  manager  and  in  AlMCo  pooled  funds.  The  Corporation  classified  all  investments  in  fixed  income 
securities  and  pooled  funds  as  available  for  sale  (AFS). 

Investments  are  carried  at  fair  value  in  accordance  with  section  (h).  Substantially  all  securities  held  are  purchased  with 
the  intention  to  hold  them  to  maturity.  However,  as  securities  may  be  sold  prior  to  maturity,  investments  including  pooled 
funds  are  classified  as  available-for-sale. 


Gains  and  losses  on  sale  of  investments  are  included  with  investment  income  in  the  year  of  sale.  Interest  revenue  and 
dividend  income  are  recognized  when  earned  and  are  included  in  investment  income.  Any  discounts  or  premiums  are 
amortized  over  the  life  of  the  investment  using  the  effective  interest  method. 

When  the  fair  value  of  an  investment  falls  below  its  cost,  and  the  decline  is  determined  to  be  other-than-temporary,  a loss 
equivalent  to  the  difference  between  cost  and  current  fair  value  is  recorded  against  investment  income  in  the  statement 
of  income.  The  assessment  of  other-than-temporary  impairment  considers  the  extent  of  the  unrealized  loss,  the  length  of 
time  that  the  security  has  been  in  a loss  position,  the  financial  condition  of  the  issuer,  and  the  Corporation's  intent  to  hold 
the  security  to  any  anticipated  recovery. 


(e)  Property  and  equipment 


The  following  rates  are  designed  to  amortize  the  cost  of  property  and  equipment  over  their  estimated  useful  lives: 


Furniture  and  equipment 
Computer  equipment 
Leasehold  improvements 
Computer  software 


five  year  straight-line 
three  year  straight-line 
straight-line  over  lease  term 
one  year  straight-line 


BEAR,  John  Dawson 


(f)  Income  taxes 

The  Corporation  records  income  taxes  based  on  the  tax 
liability  method.  Temporary  differences  arising  from  the 
difference  between  the  tax  basis  of  an  asset  or  liability  and 
its  carrying  amount  on  the  balance  sheet  are  used  to 
calculate  future  income  tax  liabilities  or  assets.  Therefore, 
future  income  taxes  are  recognized  based  on  the  tax  effects 
that  will  arise  if  an  asset  is  realized  or  a liability  is  settled 
for  its  carrying  amount. 

(g)  Accrual  for  financial  assistance 

The  Corporation  recognizes  financial  assistance  to  specific 
credit  unions  as  an  expense  when  the  need  for  financial 
assistance  becomes  likely  and  the  amount  can  reasonably 
be  estimated. 

Additionally,  an  accrual  for  financial  assistance  is  established 
by  assessing  the  aggregate  risk  in  the  Alberta  credit  union 
system  based  on  existing  capital  available  in  individual  credit 
unions,  current  and  anticipated  market  and  economic 
conditions,  the  likelihood  of  losses,  and  the  application  of 
historic  loss  experience.  It  reflects  management's  best 
estimate  of  the  losses  arising  from  the  inherent  risk  in  the 
Alberta  credit  union  system.  Future  economic  conditions  are 
not  predictable  with  certainty  and  actual  losses  may  vary 
significantly  from  management's  estimate. 


Note  2 Significant  accounting  policies  and  reporting  practices  (continued) 

(h)  Financial  instruments 

Classification  of  financial  instruments 

A financial  instrument  is  a contract  that  establishes  a 
financial  asset  for  one  party  and  a financial  liability  or 
equity  instrument  for  the  other  party. 

All  financial  instruments  have  been  classified  either  based 
on  the  type  of  instrument  or  the  Corporation's  intention 
regarding  the  instrument,  as  described  below.  Any  new 
financial  instruments  will  be  classified  on  inception.  This 
classification  determines  how  financial  instruments  are 
accounted  for  under  the  standards. 

Held-for-trading 

The  Corporation  has  classified  cash  resources  as  "held-for- 
trading"  (or  "HFT").  Financial  assets  and  liabilities 
classified  as  HFT  are  measured  on  the  Balance  Sheet  at  fair 
value  with  changes  in  fair  value  (unrealized  gains  or  losses) 
recorded  in  "net  income"  in  the  Statement  of  Income. 

Unrealized  gains  and  losses  from  changes  in  fair  value  or 
realized  gains  or  losses  on  disposal  are  accounted  for  as 
investment  income.  Any  interest  earned  (or  incurred) 
continues  to  be  recognized  on  an  accrual  basis  as  interest 
income  (or  expense). 

Available  for  sale 

The  Corporation  has  classified  investments  including  pooled  funds  as  "available-for-sale".  Financial  assets  classified  as 
"available-for-sale"  are  measured  on  the  Balance  Sheet  at  fair  value  with  changes  in  fair  value  (unrealized  gains  or  losses) 
being  recognized  in  other  comprehensive  income  rather  than  net  income.  Unrealized  gains  and  losses  from  changes  in 
fair  value  are  not  recognized  in  income  but  are  recognized  in  accumulated  other  comprehensive  income  ("AOCI")  until 
sale  when  the  cumulative  gain  or  loss  on  disposal  is  transferred  to  the  Statement  of  Income  as  investment  income. 

Held- to  maturity 

The  Corporation  may  classify  financial  assets  as  "held-to-maturity"  (or  "HTM")  if  the  assets  have  fixed  or  determinable  payments, 
a fixed  term  to  maturity  and  if  the  Corporation  has  the  ability  and  intention  to  hold  the  assets  to  maturity.  HTM  assets  are  measured 
at  amortized  cost  using  the  effective  interest  rate  method.  The  Corporation  has  not  classified  any  financial  assets  as  HTM. 

Receivables 

Accrued  interest  receivable  and  due  from  credit  unions  have  been  classified  as  receivables  and  are  valued  at  amortized 
cost.  Amortized  cost  is  a reasonable  estimate  of  the  fair  value  of  these  instruments. 

Financial  liabilities 

Accounts  payable  and  accrued  liabilities,  accrual  for  financial  assistance,  special  contribution  payable  and  long-term 
unclaimed  credit  union  balances  have  been  classified  as  financial  liabilities  and  have  been  valued  at  amortized  cost. 
Amortized  cost  is  a reasonable  estimate  of  the  fair  value  of  these  instruments. 

Transaction  costs 

Transaction  costs  relating  to  financial  assets  and  liabilities  are  expensed  as  incurred. 

Embedded  derivatives 

The  Corporation  has  reviewed  contracts  and  identified  no  embedded  derivatives  within  contracts. 


HUMMINGBIRD  RECREATION  AREA,  Chris  Goddard 


NOTES  TO  THE  FINANCIAL  STATEMENTS 


Note  2 Significant  accounting  policies  and  reporting  practices  (continued) 

Comprehensive  income  and  accumulated  other  comprehensive  income 

Comprehensive  income  is  comprised  of  net  income  and  other  comprehensive  income.  For  the  Corporation,  other 
comprehensive  income  includes  net  unrealized  gains  and  losses  on  securities  and  pooled  funds  classified  as  available-for-sale. 

Amounts  recognized  in  other  comprehensive  income  will  eventually  be  reclassified  to  the  Statement  of  Income  and 
reflected  in  net  income  as  gains  or  losses  once  securities  classified  as  available-for-sale  are  realized. 

Comprehensive  income  and  its  components  are  disclosed  in  the  Statement  of  Comprehensive  Income.  This  Statement  also 
presents  the  continuity  of  AOCI.  The  cumulative  amount  of  other  comprehensive  income  recognized,  AOCI,  represents 
a component  of  equity  on  the  Balance  Sheet. 

Other 

The  Corporation  has  recognized  investment  transactions  relating  to  its  securities  portfolio  on  a settlement  date  basis. 

(i)  Changes  in  accounting  policies 

Effective  January  1,  2008,  the  Corporation  adopted  the  requirements  of  three  new  sections  of  the  Canadian  Institute  of 
Chartered  Accountants  (CICA)  Handbook,  namely  Section  1535,  Capital  Disclosures,  Section  3862,  Financial  Instruments 
- Disclosures,  and  Section  3863,  Financial  Instruments  - Presentation.  The  new  requirements  are  for  disclosure  only  and 
did  not  impact  financial  results  for  the  Corporation. 

Capital  Disclosures:  Section  1535  requires  the  Corporation  to  disclose  certain  qualitative  and  quantitative  information 
regarding  objectives,  policies,  and  processes  for  the  management  of  capital,  as  well  as  compliance  with  externally  imposed 
capital  requirements. 

Financial  Instruments  - Disclosures  and  Presentation:  Sections  3862  and  3863  replace  Section  3861  and  provide 
enhanced  disclosure  requirements  relative  to  financial  instruments.  Specifically  they  require  additional  disclosure  about 
the  nature  and  extent  of  risks  associated  with  financial  instruments  and  how  those  risks  are  managed.  This  enhanced 
disclosure  is  provided  in  Note  3 of  these  financial  statements. 


(j)  Future  change  in  accounting  policy 

In  February  2008,  the  Canadian  Accounting  Standards  Board 
("AcSB")  confirmed  that  the  basis  for  financial  reporting  by 
Canadian  publicly  accountable  enterprises  will  move  from 
Canadian  generally  accepted  accounting  principles 
("GAAP")  to  International  Financial  Reporting  Standards 
("IFRS")  for  fiscal  year-ends  beginning  on  or  after  January  1 , 
201 1 . As  such,  we  will  be  required  to  prepare  our  December 
31,  2011  financial  statements  including  comparative 
information  in  compliance  with  IFRS.  This  change  is  part  of 
a worldwide  transition  intended  to  facilitate  global  capital 
flows  and  greater  clarity  and  consistency  in  financial 
reporting  in  the  global  marketplace.  The  Corporation 
participates  in  the  National  IFRS  Readiness  Project  for  Credit 
Unions  sponsored  by  Credit  Union  Central  of  Canada  and 
has  begun  an  analysis  of  the  expected  areas  of  impact  on  the 
Corporation.  The  Corporation  expects  to  have  completed  the 
development  of  our  detailed  implementation  plan  by  the 
third  quarter  of  2009.  A formal  project  governance  structure 
is  in  place  which  includes  a steering  committee  consisting  of 
the  Vice  Presidents  from  each  department,  and  it  receives 
regular  updates  on  this  IFRS  initiative. 


JOHNSON  CANYON,  John  Dawson 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 


Note  3 Investments 

The  Corporation  has  classified  all  investments,  including  pooled  funds,  as  available-for-sale.  Investments  so  classified  are 
measured  on  the  Balance  Sheet  at  fair  value. 

a)  Fair  value 

The  fair  value  of  financial  instruments  of  the  Corporation  are  summarized  below: 


($  Thousands) 

2008 

2007 

Fair  Value1 

Cost 

Fair  Value1 

Cost 

Directly  held: 

Securities  issued  or  guaranteed  by: 

Canada 

$ 37,738 

$ 34,666 

$ 38,108 

$ 37,787 

Provinces 

24,021 

22,924 

24,354 

24,204 

Financial  institutions 

14,840 

14,578 

13,811 

14,096 

Asset  backed  securities  and  other2 

Pooled  funds: 

20,252 

20,914 

20,091 

20,982 

Universal  Fixed  Income  Pool 

23,707 

24,746 

19,800 

20,186 

Total 

$ 120,558 

$ 117,828 

$ 116,164 

$ 117,255 

1 Fair  value  is  calculated  using  independent  pricing  sources  and  Canadian  investment  dealers.  The  calculation  of  fair  value  is  based  on  market  conditions  or  estimates  at 
a point  in  time  and  may  not  be  reflective  of  future  fair  value.  Fair  value  is  an  estimated  amount  of  the  consideration  that  would  be  agreed  upon  in  an  arm's  length 
transaction  between  knowledgeable,  willing  parties  who  are  under  no  compulsion  to  act.  Investment  in  bonds  and  pooled  funds  are  valued  at  year  end  quoted  prices 
where  available.  For  those  investments  where  quoted  market  prices  are  not  available,  estimated  fair  values  are  calculated  using  discounted  cash  flows  that  reflect 
current  market  yields. 

2 Other  securities  are  shares  of  Credit  Union  Central  Alberta  Limited  ($100,000)  and  Concentra  Financial  Services  Association  ($15,000).  These  securities  have  no 
specified  maturity  and  are  classified  as  available-for-sale.  As  there  is  no  market  for  the  shares,  the  fair  value  is  estimated  at  amortized  cost. 

As  at  December  31,  2008,  securities  directly  held  (excludes  the  Universal  Fixed  Income  Pool)  have  an  average  effective 
yield  of  3.36%  based  on  fair  value  (2007:  4.52%).  These  securities  have  the  following  term  structure:  under  one  year:  2% 
(2007:  6%);  over  one  year  and  under  five  years:  45%  (2007:  40%);  over  five  years  and  under  ten  years:  53%  (2007:  54%). 

The  Universal  Fixed  Income  Pool  is  managed  with  the  objective  of  providing  above  average  returns  compared  to  the 
total  return  of  the  DEX  Universe  Bond  Index  over  a four-year  period  while  maintaining  adequate  security  and  liquidity 
of  capital.  The  excess  return  is  achieved  through  management  of  portfolio  duration  and  sector  rotation.  The  portfolio  is 
comprised  of  high  quality  Canadian  fixed-income  instruments  and  debt  related  derivatives.  As  at  December  31,  2008, 
securities  held  by  the  Pool  have  an  average  effective  market  yield  of  6.0%  per  annum  (2007:  5.7%  per  annum)  and  the 
following  term  structure  based  on  principal  amount:  under  one  year:  5%  (2007:  6%);  one  to  five  years:  34%  (2007:  32%); 
five  to  ten  years:  29%  (2007:  33%);  ten  to  twenty  years:  15%  (2007:  12%);  and  over  twenty  years:  1 7%  (2007:  1 7%). 

Included  in  the  Corporation's  investments  in  the  Universal  Fixed  Income  Poo!  are  certain  derivative  contracts.  Derivative 
contracts  are  financial  contracts,  the  value  of  which  is  derived  from  the  value  of  underlying  assets,  indices,  interest  rates 
or  currency  rates.  Derivative  contracts  held  through  pooled  funds  are  used  to  enhance  return,  manage  exposure  to  interest 
rate  risk  and  foreign  currency  risk  and  for  asset  mix  management  purposes.  The  notional  value  of  a derivative  contract 
represents  the  amount  to  which  a rate  or  price  is  applied  in  order  to  calculate  the  exchange  of  cash  flows.  Included  in 
the  pooled  funds  are  derivative  contracts  with  a notional  amount  of  $37,022,000  (2007:  $43,364,000)  and  a net  fair 
value  of  $(600,000)  (2007:  $1 57,000).  The  notional  amounts,  upon  which  payments  are  based,  are  not  indicative  of  the 
credit  risk  associated  with  derivative  contract.  Current  credit  exposure  is  represented  by  the  current  replacement  cost  of 
all  outstanding  contracts  in  a favourable  position  (positive  fair  value).  The  pooled  fund  attempts  to  limit  its  credit  exposure 
by  dealing  with  counter-parties  who  have  a good  credit  standing  (A  plus  or  greater). 
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Note  3 Investments  (continued) 

b)  Investment  income 

Investment  income  is  as  follows: 


($  Thousands) 

2008 

2007 

Interest  and  dividend  income 

$ 

5,613 

$ 

5,308 

Net  gain  on  sale  of  investments 

233 

57 

Write  down  on  investments 

(562) 

- 

Derivative  income 

(510) 

50 

Total 

$ 

4,774 

$ 

5,415 

c)  Investment  Risk  Management 

In  accordance  with  the  Corporate  Investment  Policy,  the  Corporation  manages  investment  risk  by  maintaining  a 
conservative  portfolio,  and  engages  AlMCo,  an  experienced  independent  fund  manager  to  manage  the  portfolio.  The 
Corporation's  management  is  responsible  for  monitoring  performance,  recommending  changes  to  the  Investment  Policy 
and  fund  manager.  The  Board  of  Directors  is  responsible  for  governance  and  strategic  direction  of  the  investment  portfolio 
through  its  annual  review  and  approval  of  the  Investment  Policy.  The  Corporation's  directly  held  investment  portfolio  is 
managed  with  the  objective  of  providing  investment  returns  higher  than  the  total  return  of  the  applicable  Scotia  Capital 
Universe  Bond  Index  and  all  Government  indices  over  a four  year  period.  This  portfolio  is  comprised  of  high  quality 
Canadian  fixed  income  and  debt  related  instruments. 

The  independent  fund  manager  (AlMCo)  has  the  authority  to  use  any  of  the  following  asset  classes  in  the  Universal  Fixed 
Income  Pool,  when  it  is  deemed  appropriate  and  within  specified  limits: 

a)  Bonds,  debentures,  mortgages,  annuities,  notes  or  other  debt  instruments  of  governments,  government  agencies, 
or  corporations:  rated  AA  or  better. 

b)  Debt  securities  of  private  companies:  rated  A or  better. 

c)  Private  placements  (either  as  individual  investments  or  as  an  investment  in  a pooled  fund  managed  by  external 
managers):  rated  BBB  or  better. 

d)  Warrants,  options,  financial  or  currency  futures,  forwards,  or  other  instruments  designed  to  provide  additional 
income  or  hedging  opportunities  or  as  part  of  a structure  but  not  as  vehicles  for  speculation. 

e)  Guaranteed  investment  contracts  or  equivalent  of  insurance  companies,  trust  companies,  banks  or  other 
eligible  issuers. 

f)  Term  deposits  or  similar  instruments  of  trust  companies  or  banks. 

g)  Cash  or  money  market  securities  issued  by  governments  or  corporations. 

h)  Interest  rate  swaps,  asset  swaps,  floating  rate  notes,  index  swaps,  cross  currency  swaps. 

i)  Mortgage  backed  securities,  asset  backed  securities,  real  return  bonds. 

j)  Credit  linked  notes,  credit  default  swaps,  special  purpose  trusts. 

k)  Fully  Hedged  foreign  bonds. 

The  Corporation  is  exposed  to  risks  of  varying  degrees  of  significance  which  could  affect  its  ability  to  support  its  obligation 
to  guarantee  deposits  at  credit  unions.  The  main  objectives  of  the  Corporation's  risk  management  processes  are  to  ensure 
that  risks  are  properly  identified  and  that  capital  is  adequate  in  relation  to  these  risks.  The  principal  investment  risks  to 
which  the  income  and  financial  returns  of  the  Corporation  are  exposed  are  described  as  follows: 
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Note  3 Investments  (continued) 

Credit  Risk 

Credit  risk  related  to  securities  arises  from  the  possibility  that  the  counterparty  to  an  instrument  fails  to  discharge  its 
contractual  obligation  to  the  Corporation,  or  the  possibility  of  a decline  in  the  value  of  a debt  security  following  a rating 
downgrade. 

To  mitigate  credit  default  risk,  the  Corporation  has  established  specific  rules  to  ensure  the  credit  ratings  of  counterparties 
do  not  fall  below  an  acceptable  threshold.  The  Corporation  only  invests  in  issuers  of  debt  instruments  with  a credit  rating 
of  A for  federal  and  provincial  investments,  AA  for  financial  institutions  and  AAA  for  asset  backed  securities  from  two 
recognized  credit  rating  agencies  (Standard  & Poors  and  Dominion  Bond  Rating  Service)  for  its  directly  held  investments. 

Liquidity  Risk 

Liquidity  risk  is  the  risk  of  having  insufficient  financial  resources  to  meet  the  Corporation's  cash  and  funding  requirements 
in  support  of  the  guarantee  of  deposits  at  credit  unions.  Management  expects  that  the  Corporation's  principal  sources  of 
funds  will  be  cash  generated  from  credit  union  regular  assessments  and  interest  earned  on  its  investments  to  support  its 
financial  obligation  to  guarantee  deposits  at  credit  unions.  The  Corporation's  investment  policy  provides  for  a minimum 
of  1 5%  of  investments  to  be  held  in  cash  or  financial  instruments  which  mature  within  one  year.  All  of  the  Corporation's 
investments  are  classified  as  available-for-sale  and  can  readily  be  sold  should  the  need  arise. 

Market  Risk 

Market  risk  relates  to  the  possibility  that  the  investments  will  change  in  value  due  to  future  fluctuations  in  market  prices. 
Investments  are  carried  on  the  balance  sheet  at  fair  value  and  are  exposed  to  fluctuations  in  fair  value.  Changes  in 
unrealized  gains  (losses)  to  the  value  of  investments  are  recorded  as  other  comprehensive  income,  net  of  any  other  than 
temporary  impairments  which  are  recognized  immediately  in  net  income.  The  Corporation's  fixed  income  investments 
are  exposed  to  interest  rate  risk. 

The  Corporation  is  exposed  to  interest  rate  fluctuations  which  could  affect  cash  flows,  term  deposits  and  marketable 
securities  at  the  time  of  maturity  and  reinvestment  of  individual  instruments.  These  fluctuations  could  affect  the  fair  values 
of  financial  assets. 

The  fair  value  of  the  Corporation's  investments  is  subject  to  fluctuation  as  a result  of  normal  market  risk.  The  principal 
factor  influencing  the  fair  value  is  the  prevailing  rate  of  interest.  An  increase  of  one  percent  in  interest  rates  will  result  in 
a decrease  of  $5,660,000  (2007:  $5,770,000)  in  the  fair  value  of  total  investments,  whereas,  a decrease  of  one  percent 
in  interest  rates  will  result  in  an  increase  in  the  fair  value  of  the  same  amount. 

Note  4 Property  and  equipment 


($  Thousands) 

2008 

2007 

Cost 

Accumulated 

Amortization 

Net  Book 

Value 

Net  Book 

Value 

Furniture  and  equipment 

$ 

417 

$ 

319 

$ 

98 

$ 79 

Computer  equipment 

186 

147 

39 

40 

Leasehold  improvements 

220 

178 

42 

54 

Computer  software 

440 

360 

80 

29 

Total 

$ 

1,263 

$ 

1,004 

$ 

259 

$ 202 
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Note  5 Accrual  for  financial  assistance 

To  fulfill  the  mandate  described  in  Note  1 , the  Corporation  assists  Alberta  credit  unions  experiencing  financial  difficulties 
when  and  as  required.  The  Corporation  monitors  credit  unions  experiencing  financial  difficulty  and  has  a contingent 
responsibility  to  provide  further  financial  assistance,  the  amount  of  which,  if  any,  is  undeterminable  at  this  time. 

The  amortized  cost  of  the  accrual  for  financial  assistance  approximates  its  fair  value  as  it  represents  the  Corporation's  best 
estimate  of  the  future  amounts  to  be  paid. 


($  Thousands) 

2008 

2007 

Accrual  for  financial  assistance: 

Balance  at  beginning  of  year 

Change  in  accrual  for  financial  assistance 

$ 

1,000 

800 

$ 

1,400 

(400) 

Balance  at  end  of  year 

$ 

1,800 

$ 

1,000 

Provision  for  (recovery  of)  financial  assistance: 

Change  in  accrual  for  financial  assistance 

Financial  assistance  payments 

Loan  loss  recoveries 

$ 

800 

(18) 

$ 

(400) 

2 

(12) 

Provision  for  (recovery  of)  financial  assistance 

$ 

782 

$ 

(410) 

Note  6 Special  contribution  payable 


(5  Thousands) 

2008 

2007 

Balance  at  beginning  of  year 

$ 15,008 

$ 12,982 

Payment  of  previous  year's  special  contribution 

(15,008) 

(12,982) 

Special  contribution  for  the  year 

16,700 

15,008 

Balance  at  end  of  year 

$ 16,700 

$ 15,008 

A special  contribution  is  an  annual  amount  payable  by  the  Corporation  to  the  Province  under  the  Credit  Union 
Restructuring  Agreement  until  201 0.  It  is  equal  to  0.1 1 % of  Alberta  credit  union  deposits,  including  accrued  interest  and 
borrowings,  as  at  October  31 . 

Note  7 Commitments  and  contingencies 

(a)  Lease  commitments 

The  Corporation  is  committed  to  a non-cancellable  operating  lease  for  business  premises  until  the  lease  expires  in  February 
201 1 totalling  $259,000  (2007:  $371,000). 

The  following  amounts  represent  minimum  payments  over  the  next  three  years: 

2009  119,000 

2010  120,000 
2011  20,000 

(b)  Litigation 

There  is  a legal  proceeding  pending  against  the  Corporation  that  arose  from  normal  business  activities.  Management  of 
the  Corporation  believes  that  the  financial  cost  of  resolution  of  this  proceeding  will  not  be  material  to  the  financial  position 
of  the  Corporation. 
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Note  8 Discontinued  operations 

On  November  1 , 2008,  the  Corporation  completed  the  transfer  of  the  administration  of  the  Master  Bond  insurance  policy 
to  The  CUMIS  Group  Limited  and  Credit  Union  Central  Alberta  Limited  as  the  master  policy  holder.  As  a result  of  the 
transfer  of  responsibilities,  the  balance  in  the  Master  Bond  Fund  was  redistributed  to  Alberta  credit  unions  December  1 5, 
2008  based  on  prorata  share  of  premiums  paid  over  the  past  five  years.  An  independent  review  was  conducted  to 
determine  the  effectiveness  and  appropriateness  of  our  role  as  the  administrator  and  master  policy  holder  of  the  insurance 
coverage  for  Alberta  credit  unions.  It  was  concluded  that  this  role  was  not  a regulatory  function  and  would  be  more 
effectively  carried  out  by  existing  service  providers  to  the  credit  unions. 

Net  income  of  the  Master  Bond  Fund  presented  as  discontinued  operations  is  composed  of  the  following: 


($  Thousands) 

2008 

2007 

Revenues: 

Insurance  assessments 

$ 

1,299 

$ 

1,294 

Investment  income 

73 

103 

1,372 

1,397 

Expenses: 

Insurance  premiums 

921 

883 

Administration  expenses  (Schedule  1) 

100 

120 

Insurance  claims 

(134) 

807 

887 

1,810 

Net  income  (loss)  from  discontinued  operations 

$ 

485 

$ 

(413) 

Equity  at  beginning  of  year 

1,378 

1,791 

Equity  distribution 

(1,863) 

- 

Equity  at  end  of  year 

$ 

- 

$ 

1,378 

Note  9 Income  taxes 

The  Corporation  is  a deposit  insurance  corporation  for  income  tax  purposes  and  pays  income  taxes  on  its  taxable  income 
at  the  statutory  rate  prescribed  for  deposit  insurance  corporations.  Its  taxable  income  excludes  assessments  and  financial 
assistance  recoveries  and  no  deduction  may  be  made  for  financial  assistance,  insurance  premiums,  insurance  claims,  or 
special  contributions  paid. 

The  Corporation's  statutory  income  tax  rate  is  21 .00%  (2007:  14.44%).  Income  taxes  differ  from  the  expected  result  that 
would  have  been  obtained  by  applying  the  combined  federal  and  provincial  tax  rate  to  income  before  income  taxes,  for 
the  following  reasons: 


($  Thousands) 

2008 

2007 

Expected  income  tax  expense  on  pre-tax  net  income  at  the  statutory  rate 

Add  (deduct)  tax  effect  of: 

$ 1,418 

$ 1,122 

Non-taxable  assessments 

(5,256) 

(3,186) 

Non-deductible  special  contribution 

3,507 

2,167 

Non-taxable  provision  for  financial  assistance 

164 

(59) 

Other 

75 

14 

Income  taxes  (recovered)  paid 

$ (92) 

$ 58 

At  December  31, 2008,  the  Corporation  had  unamortized  property  and  equipment  for  income  tax  purposes  in  excess  of 
related  book  values  of  approximately  $58,000  (2007:  $173,000).  The  resulting  future  income  taxes  recoverable  are 
reflected  in  the  balance  sheet.  The  Corporation's  future  effective  income  tax  rate  is  21 .00%  (2007:  1 4.44%). 
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Note  9 Income  taxes  (continued) 


($  Thousands) 

2008 

2007 

Current  income  taxes 

$ 

(105) 

$ 

48 

Future  income  taxes 

13 

10 

Income  taxes  (recovered)  paid 

$ 

(92) 

$ 

58 

Note  10  Capital 

The  Corporation  is  not  subject  to  externally  imposed  regulatory  capital  requirements.  The  capital  of  the  Corporation  consists 
of  equity  in  the  Deposit  Guarantee  Fund  and  the  accrual  for  financial  assistance.  Accumulated  other  comprehensive  income 
is  not  included  in  the  calculation  of  capital.  The  Corporation's  policy  on  capital  is  based  on  a review  of  capital  standards  set 
by  other  deposit  guarantee  organizations  in  Canada.  In  accordance  with  this  policy  the  Corporation  will  maintain  the  Deposit 
Guarantee  Fund,  including  any  amount  established  as  an  accrual  for  financial  assistance,  at  a minimum  of  0.80%  of  total 
credit  union  deposits  and  borrowings  with  a target  of  1 .0%.  The  actual  amount  of  capital  at  December  31,  2008  is  0.84% 
of  total  credit  union  deposits  and  borrowings.  The  Corporation  manages  capital  through  the  following:  quarterly  reporting 
to  the  Board  of  Directors  through  its  committees  on  financial  results  and  capital,  setting  budgets  and  reporting  variances  to 
those  budgets,  setting  policies  for  the  Deposit  Guarantee  Fund  management,  monitoring  and  reporting,  and  reviewing  the 
adequacy  of  the  Deposit  Guarantee  Fund  annually  in  conjunction  with  the  review  of  assessment  rates  for  credit  unions. 


Note  11  Directors'  and  management  remuneration 


($  Thousands) 

2008 

2007 

Directors'  Fees 
or  Salary1 

Other  Cash 

Benefits2 

Other  Non 

Cash  Benefits4 

Total 

Total 

Chair5-6  $ 

24 

$ 

$ 

. 

$ 24 

$ 17 

Board  Members5, 6 

112 

- 

- 

112 

103 

Current  senior  management: 

President  and  Chief  Executive  Officer8 

246 

Ill 

41 

398 

264 

Vice  President,  Finance  and  Corporate  Services3 

176 

99 

26 

301 

224 

Vice  President,  Credit  and  Risk  Management 

174 

49 

23 

246 

196 

Vice  President,  Strategic  Planning 
and  Information  Services 

156 

42 

22 

220 

148 

Assistant  Vice  President,  Credit7 

101 

10 

15 

126 

119 

Salary  includes  regular  base  pay. 

2 Other  cash  benefits  include  bonus  and  perquisite  amounts. 

3 Other  cash  benefits  includes  the  payout  of  accumulated  vacation  of  $51,328. 

4 Employer's  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of  employees  including  Canada  Pension  Plan,  Employment  Insurance,  group 
Registered  Retirement  Savings  Plan,  dental  coverage,  medicaL  benefits  including  out  of  country  medical  benefits,  group  life  insurance,  accidental  disability  and 
dismemberment  insurance,  professional  memberships  and  staff  fund. 

5 The  Chair  receives  a $10,000  annual  retainer.  The  Chair  and  Board  Members  are  paid  on  a per  diem  basis  for  preparation  and  meeting  time.  The  Deputy  Minister  of 
Finance  and  Enterprise  is  a Board  Member  but  receives  no  remuneration  from  the  Corporation. 

6 The  minimum  and  maximum  amounts  paid  to  directors  was  $2,000  (2007:  $13,000)  and  $24,000  (2007:  $22,000)  respectively.  The  average  amount  paid  to  directors 
was  $14,000  (2007:  $17,000). 

7 Amounts  presented  are  an  average  as  the  position  is  held  by  two  individuals. 

8 The  2007  amount  reflects  the  salary  of  two  individuals  for  ten  months. 

Note  12  2008  Budget 

The  2008  budget  was  approved  by  the  Board  of  Directors  on  September  24,  2007. 

Note  1 3 Comparative  Figures 

The  2007  figures  have  been  reclassified  where  necessary  to  conform  to  2008  presentation. 


— . 

26 

ANNU^*ORT  2008 

1 

CREDIT  UNION  DEPOSIT  GUARANTEE  CORPORATION 

For  the  Year  Ending  December  3 1 , 2008 


($  Thousands) 

2008 

2008 

2007 

Budget 

Actual 

Actual 

Deposit  Guarantee  Fund 

Salaries  and  benefits 

$ 4,338 

$ 4,272 

$ 

3,791 

Professional  fees 

325 

338 

262 

Rental  charges 

214 

200 

212 

Office 

193 

197 

165 

Other 

431 

189 

325 

Staff  travel 

204 

176 

151 

Board  and  committee  fees 

109 

136 

119 

Amortization 

275 

115 

166 

Board  and  committee  expenses 

69 

45 

40 

6,158 

5,668 

5,231 

Allocation  to  Master  Bond  Fund  (Note  8) 

(120) 

(100) 

(120) 

$ 6,038 

$ 5,568 

$ 

5,111 

KANANASKIS,  John  Dawson 
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The  Board  of  Directors  and  management  have  established  governance  practices  that  are  consistent  with  the  Guidelines 
for  Improved  Corporate  Governance  in  Canada  adopted  by  the  Toronto  Stock  Exchange.  Our  governance  practices  are 
also  consistent  with  the  National  Policy  58-201  Corporate  Governance  Guidelines  and  National  Instrument  58-101 
Disclosure  of  Corporate  Governance  Practices.  While  we  are  not  required  to  follow  these  guidelines,  the  Corporation  will 
continue  to  follow  best  practices  guidelines  on  governance  as  these  come  into  effect  and  consider  amendments  to  our 
practices,  as  appropriate. 

The  Agency  Governance  Secretariat  was  established  to  provide  agencies,  boards  and  commissions  of  the  Alberta 
government  with  a Public  Agencies  Governance  Framework.  We  are  participating  in  this  framework  and  reviewing 
enhancements  to  our  current  practices  to  add  value  and  to  continue  to  contribute  to  organizational  effectiveness  and 
performance.  For  the  2008  Annual  Report,  we  enhanced  our  governance  practices  and  these  are  included  below. 

The  Board  of  Directors  oversees  the  business  and  affairs  of  the  Corporation  and  operates  under  formal  Terms  of  Reference. 
The  Board  makes  all  major  policy  decisions  for  the  Corporation.  Many  Board  functions  are  carried  out  by  the  four 
committees  of  the  Board,  with  committee  recommendations  debated  and  voted  on  by  the  BO'ard. 

The  Board  has  a "Code  of  Conduct  and  Ethics  Policy  for  Directors"  that  is  acknowledged  on  an  annua!  basis.  The 
effectiveness  of  the  Board  and  the  committees  is  assessed  annually  by  each  director  with  the  objective  of  continually 
improving  corporate  governance  practices. 

Board  Mandate 

The  Board  is  responsible  for  the  stewardship  of  the  Corporation  and  ensures  its  purposes  and  business  activities  as  outlined 
in  the  Credit  Union  Act  are  fulfilled,  as  per  its  Terms  of  Reference. 

I the  Board  holds  a planning  meeting  annually  for  the  development  of  a strategic  plan.  In  accordance  with  the  Bylaws, 
the  final  plan  is  approved  by  the  Board  and  submitted  to  the  Minister  of  Finance  and  Enterprise  for  approval. 

I the  risks  of  the  Corporation  are  identified  on  a regular  basis  through  the  strategic  planning  process  and  at  Board 
and  committee  meetings.  The  Corporation  has  adopted  an  Enterprise  Risk  Management  Framework. 

I the  Governance  and  Human  Resources  Committee  reports  to  the  Board  regarding  senior  management 
succession  planning  and  staff  training.  The  Board  approves  the  appointment  and  annual  performance 
assessment  of  the  President  and  CEO. 

I the  Board  approves  the  communications  policy  for  the  Corporation. 

I the  integrity  of  interna!  controls  and  management  information  systems  are  reviewed  at  Audit  Committee  meetings. 

> the  Board  administers  the  Memorandum  of  Understanding  between  the  Minister  of  Finance  and  Enterprise  and 
the  Corporation. 

) the  review  of  committee  memberships  and  Terms  of  Reference  annually. 

> the  Board  approves  and  monitors  the  bylaws,  policies  and  practices  of  the  Corporation. 

> the  review  of  quarterly  financial  reports  and  performance  and  the  approval  of  annual  audited  financial  statements. 

> the  Board  reviews  recommendations  from  the  committees  and  establishes  ad  hoc  task  forces  of  the  Board  as  needed. 

> the  Board  establishes  appropriate  deposit  guarantee  rates  assessed  to  the  credit  unions. 

) the  Board  approves  the  Annual  Report. 

Composition  of  the  Board 

All  the  directors  are  appointed  by  the  Lieutenant  Governor  in  Council  and  are  "unrelated"  and  independent  of 
management,  except  for  the  Deputy  Minister  of  Finance  and  Enterprise.  The  credit  union  system  provides  names  of  two 
nominated  representatives.  The  Minister  appoints  the  Chair  and  Vice  Chair.  The  Board  annually  reviews  its  composition 
to  determine  that  a majority  of  directors  are  "unrelated"  (independent).  The  size  of  the  Board  is  nine  members  as  specified 
in  the  Credit  Union  Act.  A process  exists  for  the  Corporation  to  make  recommendations  to  amend  the  Credit  Union  Act. 
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Committees  of  the  Board 

The  Committees  of  the  Board  are  composed  of  outside  directors  who  are  unrelated.  There  are  four  committees  of  the 
Board;  the  Audit  Committee,  the  Finance  Committee,  the  Governance  and  Human  Resources  Committee,  and  the  Risk 
Management  Committee  (this  Committee  is  legislated  under  the  Credit  Union  Act).  Each  of  these  committees  consists  of 
a majority  of  directors  who  are  independent  and  free  from  any  relationship  that  may  interfere  with  the  exercise  of 
independent  judgment.  In  November  2008,  the  Board  approved  combining  the  Audit  and  Finance  Committees. 

The  roles  of  the  Audit  Committee  and  the  Finance  Committee  are  clearly  defined  in  the  Credit  Union  Act  and  in  its  Terms 
of  Reference  which  is  approved  by  the  Board.  The  duties  of  the  Audit  Committee  include  the  oversight  for  management 
reporting  on  internal  control,  financial  reporting  content  and  the  independent  audit  processes.  The  Audit  Committee 
meets  annually  with  external  auditors,  without  management  present,  to  discuss  and  review  specific  issues.  In  addition, 
the  Audit  Committee  oversees  the  Whistleblower  Policy  and  any  related  concerns.  The  Finance  Committee  reports  on  the 
financial  performance  of  the  Corporation  and  reviews  and  recommends  financial  policies  when  required.  The  Governance 
and  Human  Resources  Committee  operates  under  its  Terms  of  Reference.  The  committee  is  responsible  to  oversee  matters 
of  Board  governance  and  to  recommend  changes  to  the  Board  as  appropriate. 

The  Terms  of  Reference  for  all  Committees  of  the  Board  were  reviewed  and  work  plans  that  confirmed  the  completion 
of  committee  activities  for  2008  and  a 2009  schedule  of  planned  activities  for  each  committee  were  developed. 

Nomination  of  Directors 

The  Nominations  Committee,  consisting  of  the  Chair  of  the  Board,  Deputy  Minister  of  Finance  and  Enterprise  and  an 
independent  representative,  will  review  prospective  candidates.  The  Governance  and  Human  Resources  Committee 
reviews  the  skill  sets  of  the  Board  and  develops  and  maintains  a Board  Succession  Plan.  New  candidates  for  Board 
nomination  are  identified  through  the  annual  review  of  the  Board  Succession  Plan. 

In  preparation  for  the  search  and  selection  process,  the  Governance  and  HR  Committee  will  set  clear  recruiting  priorities. 
This  will  include: 

ft  Review  of  the  Board's  Competency  Matrix  and  identification  of  gaps  between  skills  and  knowledge  required, 

I Review  of  the  current  Director  Recruitment  Profile  document, 

I Review  of  the  Corporation's  Strategic  Plan  - Any  implications  for  governance, 

I Review  of  current  composition  of  the  Board  to  achieve  diversity. 

The  Nominations  Committee  will  put  forward  a short-list  for  consideration  by  the  Minister  of  Finance  and  Enterprise. 

The  Minister  after  reviewing  feedback  from  the  search  firm,  the  Nominating  Committee  and/or  Central,  will  make  a 
decision  on  the  Director  appointment  and  advise  the  Board  Chair. 

The  Board  recognizes  that  the  ultimate  responsibility  for  making  Board  appointments  rests  with  the  Government  of  Alberta. 

The  recruitment  process  to  fill  three  forthcoming  vacancies  on  our  Board  began  in  December  2007.  In  May  2008,  Loraine 
Oxley,  Ross  Goldsworthy  and  Herb  Der  were  appointed  to  the  Board  by  Order  in  Council. 

Meetings  of  Independent  Directors 

The  Board  does  not  have  any  directors  who  are  members  of  management;  therefore  the  Board  functions  independent  of 
management.  The  Chair  ensures  the  Board  carries  out  its  responsibilities  effectively.  The  Board  has  made  a provision  for 
individual  directors  to  engage  an  outside  adviser  at  the  expense  of  the  Corporation  when  appropriate.  The  engagement 
is  subject  to  approval  by  the  Board.  An  in-camera  session  (without  management  present)  is  a standing  item  on  the  Board 
meeting  agenda.  There  were  six  Board  meetings  held  during  2008. 

Position  Descriptions 

The  Governance  and  Human  Resources  Committee  reviews  the  position  description  for  the  Chair  and  the  President  and 
CEO.  Position  descriptions  for  the  Chair  and  members  of  the  Board  were  reviewed  and  revised.  This  committee  also 
makes  recommendations  to  the  Board  regarding  the  annual  objectives  and  targets  and  the  annual  performance  assessment 
for  the  President  and  CEO. 
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Compensation 

The  Corporation  is  a Provincial  corporation  according  to  the  Financial  Administration  Act.  Compensation  for  directors 
of  the  Corporation  is  established  by  the  Committee  Remuneration  Order  approved  by  the  Lieutenant  Governor  in  Council. 
The  Chair  of  the  Board  also  receives  an  annual  retainer. 

The  Governance  and  Human  Resources  Committee  reviews  corporate  human  resource  matters,  personnel  policies  and 
overall  employee  compensation  arrangements  as  outlined  in  its  Terms  of  Reference.  Recommendations  are  made  to  the 
Board  with  respect  to  compensation,  incentive  compensation  plans  and  overall  employee  compensation  arrangements. 

Orientation  and  Continuing  Education 

The  Governance  and  Human  Resources  Committee  oversees  the  orientation  and  education  program,  which  is  provided 
to  new  Board  members.  The  committee  reviews  the  Board  Governance  Handbook,  which  outlines  the  role  of  the  Board, 
its  committees  and  directors,  the  Corporation  Bylaws  and  Policies  and  an  overview  of  the  Corporation's  business  and  the 
nature  and  operation  of  each  department.  The  Board  Governance  Handbook  and  the  Board  Orientation  Handbook  are 
reviewed  and  updated  annually.  The  Governance  and  Human  Resources  Committee  oversees  the  education  for  all 
directors.  All  directors  are  encouraged  to  attend  Institute  of  Corporate  Directors  monthly  educational  sessions  and 
educational  opportunities  are  provided  at  Board  meetings. 

The  matrix  that  identifies  competencies  required  for  the  Chair  and  members  of  the  Board  and  the  current  competencies 
of  existing  members  is  reviewed  annually.  The  Board  reviewed  the  Director  Orientation  and  Professional  Development 
Policy  and  completed  a Director  Training  Plan  for  2009. 

Regular  Board  Assessments 

The  Governance  and  Human  Resources  Committee  is  responsible  for  developing  and  administering  performance 
questionnaires  to  evaluate  performance  of  the  Board  and  Committees.  The  performance  questionnaires  are  completed 
annually.  The  Chair  reviews  the  contribution  of  individual  directors  with  each  director  annually. 

Code  of  Business  Conduct  and  Ethics 

The  Board  has  adopted  a written  Code  of  Conduct  and  Ethics  for  Directors  and  for  officers  and  employees.  The  Code  of 
Conduct  addresses  the  following: 

I conflicts  of  interest,  including  transactions  or  agreements  where  a director  has  a material  interest 
I protection  and  proper  use  of  corporate  assets  and  opportunities 
I confidentiality  of  corporate  information 
) fair  dealing  with  customers,  suppliers  and  employees 
I compliance  with  laws,  rules  and  regulations,  and 
I reporting  of  any  illegal  or  unethical  behaviour. 

The  Governance  and  Human  Resources  Committee  monitors  compliance  with  the  Code  on  an  annual  basis.  All  directors 
and  employees  are  required  to  annually  acknowledge  the  Code  and  compliance  with  it.  No  departures  from  the  Code 
have  been  identified. 

If  a director  has  a material  interest  relating  to  a transaction,  this  is  to  be  disclosed  to  the  Chair  and  that  director  must  excuse 
himself  from  the  discussion  and  voting  on  this  matter. 

The  Board  encourages  and  promotes  a culture  of  ethical  business  conduct  by  emphasizing  good  governance  practices 
through  the  Governance  and  Human  Resources  Committee's  regular  review  of  the  Memorandum  of  Understanding  and 
Board  Governance  Handbook. 
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Meetings 

Attended* 


Board 

Allister  McPherson  (Chair) 

6 of  6 

Brian  Evans  (Vice  Chair) 

5 of  6 

Robert  Bhatia 

5 of  6 

Herb  Der2 

4 of  4 

Ross  Goldsworthy2 

4 of  4 

David  McDonald 

4 of  6 

Ken  Motiuk 

5 of  6 

Loraine  Oxley2 

4 of  4 

Risk  Management 

Ken  Motiuk  (Chair) 

16 

of 

16 

Loraine  Oxley2 

10 

of 

10 

Herb  Der2 

10 

of 

10 

Ross  Goldsworthy2 

10 

of 

10 

David  McDonald3 

7 

of 

10 

Audit1 

Loraine  Oxley2  (Chair) 

2 of  2 

David  McDonald 

1 of  1 

Ken  Motiuk 

1 of  2 

Herb  Der2 

1 of  2 

Ross  Goldsworthy2 

2 of  2 

Finance1 


Loraine  Oxley2  (Chair)  5 of  5 

David  McDonald  2 of  2 

Ken  Motiuk  5 of  6 

Herb  Der2  4 of  5 

Ross  Goldsworthy2  4 of  5 


Responsibilities 


The  Board  of  Directors  operates  under  formal  Terms  of  Reference  and  has  fulfilled 
its  functions  during  2008. The  main  functions  of  the  Board  are  to: 

• Establish  and  monitor  strategic  direction  of  the  Corporation 

• Approve  and  monitor  the  Corporation's  current  business  plan 

• Oversee  the  risks  of  the  Alberta  Credit  Unions  and  the  Corporation 

• Establish  the  appropriate  deposit  guarantee  rate  assessed  to  Alberta  Credit  Unions 

• CEO  recruitment,  selection,  evaluation  and  compensation 

• Review  Board  membership  annually 

• Report  to  the  Minister  and  other  parties  as  required  by  the  Credit  Union 
Act  and  Regulations. 


The  Risk  Management  Committee  operates  under  formal  Terms  of  Reference  and  has 
fulfilled  its  functions  during  2008.  The  main  functions  of  the  committee  are  to: 

• Monitor  the  lending  approval  processes  to  ensure  sound  lending 
principles  are  maintained 

• Approve  loans  that  exceed  the  CEO  limits,  when  necessary 

• Provide  oversight  for  all  credit  union  emerging  risks 

• Give  objective  feedback  to  management  on  approved  loan  transactions. 


Functions  of  the  Audit  Committee  are  set  out  in  section  87  of  the  Credit  Union  Act 
and  it  operates  under  formal  Terms  of  Reference.  This  committee  has  fulfilled  its 
functions  during  2008  and  acts  as  a bridge  between  the  Board  of  Directors  and  the 
auditors,  and  oversees: 

• Financial  reporting  content  and  process 

• Systems  of  internal  control  and  compliance  with  legal,  ethical  and  regulatory 
requirements 

• Independent  audit  processes 

• Whistleblower  policy  and  any  reported  concerns. 


The  functions  of  the  Finance  Committee  are  set  out  in  section  81  of  the  Credit  Union 
Act  and  it  operates  under  formal  Terms  of  Reference.  The  committee  has  fulfilled  its 
functions  during  2008. 

The  main  responsibilities  of  the  committee  are  to: 

• Monitor  the  financial  performance  of  the  Corporation 

• Recommend  financial  policies  of  the  Corporation 

• Approve  the  Quarterly  Report  provided  to  the  Minister  of  Finance  and  Enterprise. 


Governance  and  Human  Resources 


Brian  Evans  (Chair) 

6 of  6 

Allister  McPherson 

6 of  6 

Robert  Bhatia3 

2 of  3 

David  McDonald3 

3 of  3 

* Meetings  Attended  - indicates  total  number 
of  meetings  directors  attended. 

1 During  the  year,  the  Audit  Committee  and  the 
Finance  Committee  were  separate  committees. 

In  November  2008,  the  Board  approved  combining 
the  Audit  and  Finance  Committees  and  they  will 
be  reported  as  one  committee  in  2009. 

2 Loraine  Oxley,  Herb  Der  and  Ross  Goldworthy 
joined  the  Board  and  Committees  in  May  2008. 

3 New  members  to  the  Committee. 


The  Governance  and  Human  Resources  Committee  operates  under  formal  Terms  of 
Reference  and  has  fulfilled  its  functions  during  2008. 

The  main  functions  of  the  committee  are  to: 

• Oversee  matters  of  Board  governance  and  evaluation 

• Maintain  Board  Governance  Handbook,  Bylaws  and  Policies 

• Develop  and  maintain  Board  Succession  Plan 

• Oversee  orientation  and  education  plan  for  directors 

• Monitor  compliance  with  Code  of  Conduct  and  Ethics,  Terms  of  Reference  and 
Memorandum  of  Understanding  with  the  Minister  of  Finance  and  Enterprise 

• Review  corporate  human  resource  matters 

• Evaluate  the  performance  of  the  President  and  CEO 

• Review  succession  planning  for  senior  management 

• Review  personnel  policies  and  overall  employee  compensation  arrangements. 
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BOARD  OF  DIRECTORS 


Paul  Kennett,  FICB 

President  and  Chief  Executive  Officer 


Joel  Boric,  MBA,  PMP 

Vice  President,  Strategic  Planning 
& Information  Services 

Elaine  Friedrich,  CA 

Vice  President, 

Finance  & Corporate  Services 

Walker  Rogers 

Vice  President, 

Credit  & Risk  Management 

John  Dawson 

Assistant  Vice  President, 

Risk  Analytics 


Tara  Heron,  CA 

Assistant  Vice  President,  Finance 
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